Royal Coal Corp.

Consolidated Financial Statements

December 31, 2018 and 2017
(expressed in US dollars)



RSM

INDEPENDENT AUDITOR'S REPORT

To the Shareholders of Royal Coal Corp.
Opinion

We have audited the consolidated financial statements of Royal Coal Corp., and its subsidiaries (the Company), which
comprise the consolidated financial position as at December 31, 2018 and December 31, 2017 and the consolidated
statements of loss and comprehensive loss, changes in equity and cash flows for the years then ended, and notes to
the consolidated financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
consolidated financial position of the Company as at December 31, 2018 and December 31, 2017 and its consolidated
financial performance and its consolidated cash flows for the years then ended, in accordance with International
Financial Reporting Standards.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Consolidated Financial
Statements section of our report. We are independent of the Company in accordance with the ethical requirements that
are relevant to our audit of the consolidated financial statements in Canada, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

Material Uncertainty Related to Going Concern

We draw attention to Note 2 in the consolidated financial statements, which describes matters and conditions that
indicates the existence of material uncertainties that may cast significant doubt about the Company’s ability to continue
as a going concern. Our opinion is not modified in respect of this matter.

Other Information

Management is responsible for the other information. The other information comprises the Management’s
Discussion and Analysis.

Our opinion on the consolidated financial statements does not cover the other information and we do not express
any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing to report in this regard.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with International Financial Reporting Standards, and for such internal control as management determines
is necessary to enable the preparation of consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going concern
basis of accounting unless management either intends to liquidate the Company or to cease operations, or has no
realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company's financial reporting process.
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Auditor's Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
Canadian generally accepted auditing standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis of these consolidated financial
statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the consolidated financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company's internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by management.

. Conclude on the appropriateness of management's use of the going concern basis of accounting and, based on
the audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast
significant doubt on the Company's ability to continue as a going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor's report to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on
the audit evidence obtained up to the date of our auditor's report. However, future events or conditions may cause
the Company to cease to continue as a goingconcern.

. Evaluate the overall presentation, structure and content of the consolidated financial statements, including the
disclosures, and whether the consolidated financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that we identify during
our audit.

We also provide those charged with governance with a statement that we have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable, related safeguards.

The engagement partner on the audit resulting in this independent auditor's report is Stephen McCourt.

ZSM Canada LLP

Chartered Professional Accountants
Licensed Public Accountants

March 13, 2020

Toronto, Ontario



Royal Coal Corp.
Consolidated Statements of Financial Position

(expressed in US dollars)

As at December 31,

Notes 2018 2017
$ $
Liabilities
Current
Accounts payable and accrued liabilities 16,500 11,000
Shareholders’ deficit

Share capital 5 41,827,068 41,827,068
Contributed surplus 2,578,486 2,578,486
Deficit (44,422,054) (44,416,554)
(16,500) (11,000)
Total liabilities and shareholders' deficit - -

Going concern 2

Approved by the Board:
A.T. Griffis Elia Crespo
Director Director

The accompanying notes are an integral part of these financial statements. 1



Royal Coal Corp.
Consolidated Statements of Loss and Comprehensive Loss

(expressed in US dollars)

Years ended December 31,

2018 2017
$ $
Expenses
Professional fees 5,500 5,500
Loss and comprehensive loss (5,500) (5,500)
Loss per common share-basic and diluted - -
Weighted average number of common shares-basic and diluted 256,740,671 256,740,671
Royal Coal Corp.
Consolidated Statements of Changes in Equity
(expressed in US dollars)
Share  Contributed
capital surplus Deficit Total
$ $ $ $
Balance, December 31, 2016 41,827,068 2,578,486  (44,411,054) (5,500)
Loss - - (5,500) (5,500)
Balance, December 31, 2017 41,827,068 2,578,486  (44,416,554) (11,000)
Loss - - (5,500) (5,500)
Balance, December 31, 2018 41,827,068 2,578,486  (44,422,054) (16,500)

Royal Coal Corp.
Consolidated Statements of Cash Flows

(expressed in US dollars)

Years ended December 31,

2018 2017
$ $
Cash provided by (used in)
Operating activities
Loss (5,500) (5,500)
Item not affecting cash
Accounts payable and accrued liabilities 5,500 5,500

Net change in cash - -
Cash, beginning of year - -

Cash, end of year - -

Supplementary information
Interest paid - -
Income taxes paid - -

The accompanying notes are an integral part of these financial statements. 2



Royal Coal Corp.
Notes to Consolidated Financial Statements
Years ended December 31, 2018 and 2017

(expressed in US dollars)

1. Nature of operations
Royal Coal Corp. (the “Company”) is a public company which has been inactive since 2012. The Company is incorporated
under the laws of Ontario and its registered office is located at 145 King Street West, Suite 210, Toronto, Ontario, M5H 1J8.

2. Going concern

As at December 31, 2018, the Company had a working capital deficit of $16,500 (2017 - $11,000). The lack of working
capital limits the Company’s ability to identify, evaluate and acquire assets, properties or businesses, meet its existing
obligations and fund its operations. As aresult, there is significant doubt about the Company’s ability to continue as a going
concern.

The continued operation of the Company is dependent upon the Company’s ability to secure equity financing to identify,
evaluate and acquire assets, properties or businesses, meet its existing obligations and fund its operations. The Company
is actively seeking to raise the necessary equity financing, however, there can be no assurance that additional equity
financing will be available.

These financial statements have been prepared on a going concern basis, which assumes that the Company will be able
to continue in operation for the foreseeable future.

3. Basis of presentation

Statement of compliance
The consolidated financial statements are prepared in accordance with International Financial Reporting Standards (“IFRS”)
as issued by the International Accounting Standards Board and interpretations of the IFRS Interpretations Committee.

The consolidated financial statements were approved and authorized for issue by the Board of Directors on March 13, 2020.

Basis of measurement
These consolidated financial statements have been prepared on the historical cost basis.

Functional and presentation currency
These consolidated financial statements are presented in US dollars, which is the Company's functional currency.

Use of estimates and judgments

The preparation of financial statements in conformity with IFRS requires the Company's management to make judgments,
estimates and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities,
income and expenses. Actual results may differ from these estimates.

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the year in which the estimates are revised and in any future years affected.

Information about judgments, assumptions and estimation uncertainties that have a significant risk of resulting in a material
adjustment within the next financial year are as follows:

Going concern
The Company applied judgment in assessing its ability to continue as a going concern for at least 12 months.

Deferred income taxes

Deferred income tax assets and liabilities are measured using enacted or substantively enacted tax rates at the reporting
date in effect for the period in which the temporary differences are expected to be recovered or settled. The effect on
deferred income tax assets and liabilities of a change in tax rates is recognized as part of the provision for income taxes in
the period that includes the enactment date. The recognition of deferred income tax assets is based on the assumption
that it is probable that taxable profit will be available against which the deductible temporary differences can be utilized.



Royal Coal Corp.
Notes to Financial Statements
Years ended December 31, 2018 and 2017

(expressed in Canadian dollars)

The Company has applied judgment to determine the carryforward tax losses that are subject to assessment and review by
the Canada Revenue Agency. See note 8.

4. Significant accounting policies
The accounting policies set out below have been applied consistently to all years presented in these financial statements.

Consolidation

These consolidated financial statements include the accounts of the Company and its wholly-owned subsidiary, Royal Coal
Limited. The financial statements of subsidiaries are included in the consolidated financial statements from the date that
control commences until the date that control ceases. Consolidated financial statements are prepared using uniform
accounting policies for like transactions and other events in similar circumstances.

Control is achieved when the Company is exposed, or has rights, to variable returns from its involvement with the investee
and has the ability to affect those returns through its power over the investee. Specifically, the Company controls an investee
if and only if the Company has all the following:

(a) power over the investee;
(b) exposure, or rights, to variable returns from its involvement with the investee; and
(c) the ability to use its power over the investee to affect the amount of the investor's returns.

All intercompany transactions and balances are eliminated on consolidation.

Financial instruments

Financial assets are required to be initially measured at fair value and subsequently classified at amortized cost or fair value
on the basis of the Company’s business model for managing the financial assets and the contractual cash flow
characteristics of the financial assets. The Company’s financial assets includes cash which is classified at amortized cost
because the Company’s business model is to hold these financial instruments to maturity to collect contractual cash flows
consisting solely of payments of principal and interest on the principal amount outstanding.

Financial liabilities are initially measured at fair value and subsequent classified as amortized cost.

Share capital

Share capital is classified as equity. Incremental costs directly attributable to the issue of common shares are recognized
as a deduction from equity, net of any tax effects. In situations where the Company issues units, the value of the warrants
is included as a separate reserve of the Company’s equity. The value of the warrants is calculated using the Black-Scholes
option pricing model with the residual being allocated to shares. When warrants expire, the value of the warrants is
transferred to contributed surplus.

Income tax

Income tax expense comprises current and deferred taxes. Current tax and deferred tax is recognized in profit or loss except
to the extent that it relates to a business combination, or items recognized directly in equity or in other comprehensive
income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted or
substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years. Current tax
payable also includes any tax liability arising from the declaration of dividends.

Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognized for:



Royal Coal Corp.
Notes to Financial Statements
Years ended December 31, 2018 and 2017

(expressed in Canadian dollars)

o temporary differences on the initial recognition of assets or liabilities in a transaction that is not a business combination
and that affects neither accounting nor taxable profit or loss;

o temporary differences related to investments in subsidiaries and jointly controlled entities to the extent that it is probable
that they will not reverse in the foreseeable future; and

o taxable temporary differences arising on the initial recognition of goodwill.

Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when they reverse, based
on the laws that have been enacted or substantively enacted by the reporting date.

Deferred tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets,
and they relate to income taxes levied by the same tax authority on the same taxable entity, or on different tax entities, but
they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be realized
simultaneously.

A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary differences, to the extent that
it is probable that future taxable profits will be available against which they can be utilized. Deferred tax assets are reviewed
at each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit will be realized.

Loss per share

The Company presents basic and diluted loss per share data for its common shares. Basic loss per share is calculated by
dividing the loss attributable to ordinary shareholders of the Company by the weighted average number of common shares
outstanding during the period, adjusted for own shares held. Diluted loss per share is determined by adjusting the loss
attributable to common shareholders and the weighted average number of common shares outstanding, adjusted for own
shares held, for the effects of all dilutive potential ordinary shares, which comprise share options granted.

Change in accounting standards

IFRS 9 replaced IAS 39, Financial Instruments: Recognition and Measurement. IFRS 9 uses a single approach to determine
whether a financial asset is measured at amortized cost or fair value, replacing multiple rules In IAS 39. The approach in
IFRS 9 is based on how an entity manages its financial instruments in the context of its business model and the contractual
cash flow characteristics of the financial assets. Two measurement categories continue to exist to account for financial
liabilities in IFRS 9, fair value through profit or loss ("FVTPL") and amortized cost. Financial liabilities held for trading are
measured at FVTPL and all other financial liabilities are measured at amortized cost unless the fair value option is applied.

On January 1, 2018, the Company adopted IFRS 9 using a modified retrospective basis. The financial statements on that
date, with any reclassifications from December 31, 2017, were as follows:

Classification category Measurement category Carrying amount at January 1, 2018

Original New Original New Original New Difference
Financial instrument IAS 39 IFRS 9 IAS 39 IFRS 9 IAS 39 IFRS 9
$ $ $
Liabilities
Accounts payable and Other Amortized  Amortized  Amortized 11,000 11,000 -
accrued liabilities financial cost cost cost
liabilities

New standards and interpretations not yet adopted
The following new standard will be effective for periods beginning on or after January 1, 2019:

IFRS 16, Leases (“IFRS 16”)

This standard will replace IAS 17, Leases. IFRS 16 provides an updated definition of a lease contract, including guidance
on the combination and separation of contracts. The standard requires lessees to recognize a right-of-use asset and a lease
liability for substantially all lease contracts. The accounting for lessors is substantially unchanged from IAS 17.



Royal Coal Corp.
Notes to Financial Statements
Years ended December 31, 2018 and 2017

(expressed in Canadian dollars)

As the Company is not a party to any leases, the Company has determined that the adoption of IFRS 16 will have no effect
on its financial statements.

5. Share capital
Authorized

An unlimited number of special shares issuable in series
An unlimited number of common shares.

Issued
Number of
common shares $
Balance, December 31, 2018 and 2017 256,740,671 41,827,068

6. Determination of fair values

A number of the Company's accounting policies and disclosures require the determination of fair value, for both financial
and non-financial assets and liabilities. Fair values have been determined for measurement and/or disclosure purposes
based on the following methods. When applicable, further information about the assumptions made in determining fair
values is disclosed in the notes specific to that asset or liability.

Accounts payable and accrued liabilities
The fair value of accounts payable and accrued liabilities approximated their carrying value due to the short term to maturity.

Classification of fair value of financial instruments

The Company classified the fair value of its financial instruments measured at fair value according to the following hierarchy

based on the amount of observable inputs used to value the instrument:

Level 1: quoted prices in active markets for identical assets and liabilities;

Level 2: inputs, other than the quoted prices included in Level 1, that are observable for the asset or liability, either directly
or indirectly;

Level 3: inputs for the asset or liability that are not based on observable market data

The Company had no assets or liabilities classified as Level 1.

7. Financial risk management
The Company's activities expose it to a variety of financial risks that arise as a result of its operations and financing activities,
including credit risk, liquidity risk and market risk.

This note presents information about the Company's exposure to each of the above risks, the Company's objectives, policies
and processes for measuring and managing risk, and the Company's management of capital. Further quantitative
disclosures are included throughout these financial statements.

The Board of Directors oversees management's establishment and execution of the Company's risk management
framework. Management has implemented and monitors compliance with risk management policies. The Company's risk
management policies are established to identify and analyze the risks faced by the Company, to set appropriate risk limits
and controls, and to monitor risks and adherence to market conditions and the Company's activities.

Credit risk
Credit risk is the risk of financial loss to the Company if a counterparty to a financial instrument fails to meet its contractual
obligations. As the Company has no financial assets, the Company had no exposure to credit risk.



Royal Coal Corp.
Notes to Financial Statements
Years ended December 31, 2018 and 2017

(expressed in Canadian dollars)

Liquidity risk

Liquidity risk is the risk that the Company will encounter difficulty in meeting its financial liabilities that are settled in cash or
other financial assets. The Company’s approach to managing liquidity risk is to ensure, as far as possible, that it will have
sufficient liquidity to meet its liabilities as they come due, other than amounts owing to related parties. The continued
operation of the Company is dependent upon the Company’s ability to secure equity to identify, evaluate and acquire assets,
properties or businesses, meet its existing obligations and fund its operations

Market risk

Market risk is the risk that changes in market prices, such as equity prices, foreign exchange rates, and interest rates will
affect the Company’s income or the value of its financial instruments. As the Company has no financial instruments subject
to changes in market prices, the Company has no exposure to market risk.

Capital management

Capital of the Company consists of share capital, contributed surplus and deficit. The Company’s objective when managing
capital is to safeguard the Company’s ability to continue as a going concern so that it can acquire, explore and develop
mineral resource properties for the benefit of its shareholders. The Company manages its capital structure and makes
adjustments based on the funds available to the Company in light of changes in economic conditions. The Board of Directors
has not established quantitative return on capital criteria for management, but rather relies on the expertise of the Company’s
management to sustain the future development of the Company. Management reviews its capital management approach
on an ongoing basis and believes that this approach, given the relative size of the Company, is reasonable.

As the Company is inactive and has no revenues, its principal source of capital is from the issuance of common shares. In
order to achieve its objectives, the Company intends to raise additional funds as required.

The Company is not subject to externally imposed capital requirements and there were no changes to the Company’s
approach to capital management during the year.

8. Income taxes

The Company’s effective income tax rate differs from the amount that would be computed by applying the combined federal
and provincial statutory rate of 26.5% (2017 - 26.5%) to the net loss for the year. The reasons for the difference are as
follows:

Provision for income taxes

2018 2017
$ $
Expected income tax recovery based on statutory rate (1,458) (1,458)
Change in deferred income tax assets not recognized 1,458 1,458
Deferred income tax recovery - —
Deferred income tax balances
The Company’s deferred income tax assets are as follows:
2018 2017
$ $
Non-capital loss carryforward 9,220,000 9,218,000
Benefit of deferred income tax assets not recorded (9,220,000) (9,218,000)

Due to losses incurred in the current year and expected future operating results, management determined that it is unlikely
that the deferred income tax assets will be realized. Accordingly, the future income tax assets have not been recorded.



Royal Coal Corp.
Notes to Financial Statements
Years ended December 31, 2018 and 2017

(expressed in Canadian dollars)

Losses carried forward
At December 31, 2018, the Company had non-capital loss carryforwards which expire as follows:

$

2030 793,000
2031 1,588,000
2032 509,000
2033 31,882,000
2036 5,500
2037 5,500
2038 5,500
34,788,500

As at December 31, 2018, the Company had resource deductions of $2,437,598 which may be carried forward indefinitely
to reduce taxable income in future years.
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